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October 29, 2010

Commodity Futures Trading Commission
Attention: David A. Siavvick„Secretary
1 hree Lafayette Centre
1,15521st Street NW
Washington. , DC 20581
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Dear Chairman Gary Gensler:

The recent passage of the Dodd-Frail& IYul/5'/r er t Reft» nt Ck Consumer Prob. ation 2«(,
including significant reforms to thc derivatives market, was an important step toward re*
regulating our 1tnancial system. . To reign. in abuses and systemic risk in I he multi-irillion dollar
derivatives n&arket, the Dodd-Frank bill will n~ove a. greater number of derivatives transactions
toward exchange trading, with an additional emphasis on cletu ing these transactions through
clearinghouse facilities.

The 8'all Street Refornt rC: Consu~ne~ Pi olectionA«t is very specific in some aieas, yet il.
1eaves many impotent nile making decisions to regulatory bodies such as yours. Now thc CFTC
anc1 tl&e SFC have proposed rules to address possible conflicts nf interests in the ownership of
dei'ivatives clearinghouses. While these rules are well intentionecl, they contain a serious flaw
that would fail to prevent monopolistic concentration of ownership in clearinghouscs by large
dealer banl(s.

One of the proposed models of'governance contains a provision by which a cieai~ng
facility, may choose to limit thc ownership voting interest. o f any participant, such as a dealer
bank, to no more than 5 percent of the total, with no lin&it on aggregate ownership by banks,
This is an alternative to a 20 percent limit of voting interest by any single institution @id 40
percent, limit of; voting interest owned co)lectivefy by all institutions,

While thc 20/40 rule, would be effective in preventing ownership abuses, tbe 5 percent
limit would still allow a group of deaier banks to gain majority control oF a clearing facility, A
minimum of 11 banks, owning 5 percent each, could attain majority voting ownership and
continue to pnse obstacles to increased cleaiing that the fVall Srreer. Pefornt 4 Consumer
Pro(&!c,'/fond«l is intended tn overcome.
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l.arge dealer, banks will likely try tn exploit such a loophole to continue their
monopolistic control nf the derivatives market. According to the Comptroller nf the Currency,more than 9$ percent of derivatives activity is controlled by the top itve clealer ba)1ks. Bat)&salready consol, many cleazinghouses ancl using the 5 percent rule, they could continue tn dn sowith only rnt'nor actjusttz&cuts to theit ownership stakes.

The same principle of limiting cn))flicts of )nterest should also apply to swap cxccution
facilities, the exchanges tll(tt &lre the heart nt'the clerivatives reforms envisioned in the 5'all Street
Reform c( C«)nsrone) Protecti«nt, d«'t. Yet thc ownership restrictions propnsed by the CFTC andSEC only apply to clearinghouses, with no si)T)ilar limits proposed l'or exchange ov nership. Thisloophole, coupled with the 5 percent altcniative limit for clearinghouses, enclangers the intent ofthe derivative ref'otms in the lVall Street Rejoan «0 Conru)nc&r Protection rfer,

I urge the commission tn clirninate the 5 percent altcrnativc, sn banks cannot use it as aback door to continue their dominance of derivatives clearing facilitics, I also aslc that ynuconsider a rt )le extending the 20 percent'40 percent nvmership lhruts to exchanges as well as
clearinghouses. These rule changes will help prevent. conflicts of'interest, increase competitionand ttanspatency, and better reflect Congress' true intent in passing the 8'all, 5'ti eet Eefornt 4Con, rt«mer Pr o(ec(ion Acf,

Sincerely,

Mark Whit. cher
President 8. CFO
Retiree Benetltt Solut'ions
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